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Research on Microcredit Using Field Exper iments: Lending Maturity
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We show that because of the short maturity of microcredit, the introduction of
microcredit can increase the borrowing amount from the moneylender, and the
expansion of the maturity can substantially decrease the dependence on the
moneylender. Our experimental evidence suggests that the group lending suffers from
strategic default more than the individual lending, and the past behavior plays an
important role in the group lending. Our experiment on microinsurance shows that
providing opportunities to choose one of two insurance will achieve higher uptake rate
than just selling one insurance policy, that the uncovered negative shock in the last
period increases the uptake rate in the current period, and that framing on income
distribution dos not affect the uptake decision. We also show that in the
intrahousehold resource allocation, the household fails in implementing an effective
commitment mechanism against the present bias problem, and time consistent wives
whose husbands are present-biased are more likely to join ROSCA, a commitment
mechanism outside the household, to protect the household resources.
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